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SENATE COMMITTEE AMENDMENTS TO 
TAX BILL OFFER CANNERS RELIEF 


Analysis Made of Effects of Committee’s Special 
and General Amendments 


A more equitable application of the excess-profits tax to 
canners was probably indicated this week when the Senate 
Finance Committee added to the pending bill an amend- 
ment designed to afford relief to processors of fruits, vege- 
tables, and fish who in the future may experience a year of 
good earnings after several years of losses or low earnings. 
This amendment was one of several important changes in 
the bill reported by the Senate Finance Committee to the 
Senate on Wednesday. Among the other changes of interest 
to canners are amendments increasing the normal corporate 
tax, increasing the specific exemption from $5,000 to $10,000, 
limiting the amount of borrowed money that is to be included 
in invested capital, and making provisions for abnormalities 
in income arising from unusual circumstances. On the whole, 
the changes made by the Senate Committee have resulted 
in some simplification of the more complex provisions of 
this extremely complicated bill. The bill is now being 
debated by the Senate, and, when passed, will necessarily 
go to conference at which the Senate and House bills will 
he reconciled. The extent to which Senate changes will be 
retained cannot be forecast. 


A preliminary analysis of the amendment affording special 
relief to processors of seasonal fruits and vegetables and 
seafood, indicates that this amendment recognizes to some 
extent the arguments presented to the Committee by the 
National Canners Association. As reported in last week's 
InrorMATION Letter, the Association contended that sea- 
sonal industries experiencing severe annual fluctuations in 
earnings should be permitted to make up the losses and 
deficiencies in earnings for earlier years before the earnings 
for any particular year should be deemed excessive. This 
is permitted, with some limitations, by the Committee's 
amendment, but the Committee limited the application of 
this amendment to years beginning after December 31, 1939. 


In other words, deficiencies in earnings for the earlier 
years 1936-1939 may not be made up in taxable years be- 
ginning after December 31, 1939. The amendment allows 
seasonal processors of fruits, vegetables, and fish to use 
deficiencies in earnings for 1940 and later years as a partial 
credit against earnings during future taxable years, and 
this credit, added to other credits to which every taxpayer 
is entitled, may be as much, under some circumstances, as 
24 per cent of the capital invested in the enterprise. In 
order to illustrate the precise fashion in which this com- 
plicated amendment operates, it is necessary first to outline 
the nature of the tax levied by the Senate bill. 

The pending excess-profits tax bill proposes to tax so-called 
“excess profits” earned by corporations at rates varying from 
25 per cent on the first $20,000 of excess profits to as much 


as 50 per cent on all excess profits over $500,000. (See 
InrormaTion Letrer, August 31, 1940, page 6303.) The 
bill as passed by the House contained two alternative methods 
of computing the amount of profits that are to be deemed 
“excess,” and these two alternatives are retained with some 
modifications, in the bill reported by the Senate Committee. 


Average Earnings Method 

The first method of computing excess profits, is the so-called 
“average earnings” method. This may be used by any cor- 
porate taxpayer that was in existence prior to January 1, 
1940. Under this method, earnings for the current taxable 
year are deemed to be excessive only if they exceed the 
average earnings for a four-year base period, 1936-1939, 
inclusive. Average earnings for this base period are com- 
puted by adding together the earnings for each of the four 
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FOOD LAW OPINIONS 
Administration 
ling 


Excerpts from Food and 
Correspondence on 


Excerpts from recent correspondence of the Food and 
Drug Administration dealing with labeling opinions made 
available during the past week, refer to label designation 
of sizes of canned peas, labeling of canned sweet potatoes, 
labeling of horseradish when used as an ingredient in foods, 
and concern the inclusion of seeds in canned pimientos or 
red peppers. Excerpts from these particular opinions of 
the Administration are reproduced below: 


Label designation of sizes of canned peas.—“Your im- 
mediate question is of course more easily y et of than 
the larger one of which it forms only one aspect. There 
has been no change in our position, announced in 1923, that 
the size designation ‘Petit Pois’ is inapplicable to peas 
larger than the No. 1 sieve size, that is to peas which in the 
raw condition will not pass a 9/32” mesh screen. As under 
the old Act, we are prepared to take action against this form 
of misbranding. 

“Indeed, under the present very specific regulations as 
to the labeling of canned peas, there is every reason to re- 
examine the whole chaotic situation of nebulous and even 
misleading terms for pea sizes, if the consumer is to obtain 
the useful information the regulation calls for, unobscured 
by incidental information such as pea size, which, as is well 
known, has today no direct correlation with eating quality 
except, perhaps, within a given pack of peas. 


“It is accordingly our view that the only label designation 
of pea size entirely without objection is a facsimile of the 
size actually present in the can. However, we will not 
raise objection for the present to statements in terms of 
sieve size, such as ‘No. 2 sieve size,’ etc., since there is 
reasonable agreement and fairly widespread understanding 
as to the meaning of these terms. Where the canner elects 
to use size terms which are such on their face, e.g., ‘Petit 
Pois,’ ‘Small,’ ‘Medium Small,’ and the like, we believe 
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that they should be accompanied by a statement of sieve 
size (or of average pea diameter in thirty-seconds of an 
inch). Other terms which have no clear size connotation 
to the consumer, and which may even give an entirely 
false impression as to variety or quality or both, are regarded 
as misbrandings in the light of Sections 403(a) and 201(n) 
of the Food, Drug, and Cosmetic Act. We have already ad- 
vised correspondents that ‘Telephone’ is in this category, and 
the same would be true of such terms as ‘Midgets,’ ‘Sifted,’ 
‘Melting,’ ‘Gems,’ etc.” 


Labeling canned sweet potatoes.—As to the term ‘Yams’ 
it is our understanding that, from a strictly horticultural 
standpoint, it is not applicable to any of the varieties of 
the sweet potato. In fact, Webster's New International 
Dictionary states that sweet potatoes are often erroneously 
called yams. 


“* * * As you say, the term ‘Yam’ in certain parts of the 
country, notably the South, has come to mean not sweet 
potatoes in general but certain varieties, and perhaps dif- 
ferent ones in different localities. The current identity stan- 
dard for canned sweet potatoes does not recognize yams as 
synonymous with sweet potatoes, and the former product name 
is not, therefore, a proper one. However, until such time 
as the practice is shown to be confusing or misleading, we 
will not offer objection to the name yams in parentheses 
following the name sweet potatoes when the food conforms 
to the local conception of ‘Canned Yams.’ 

“Your second question relates to so-called syrup pack 
canned sweet potatoes. The standard, of course, sanctions 
water as a packing medium and sugar or dextrose or both 
as a seasoning. We have not had occasion to make any 


determination of just where seasoning leaves off and ‘syrup’ 
begins in canned vegetables * * * Our understanding of 
the term ‘Ribbon Cane Syrup’ is one made by straight evapo- 


ration of the juice of the old-fashioned ribbon variety of 
sugar cane. There was no evidence at the hearing that 
evaporated cane juice was used as a liquid packing medium, 
or as @ seasoning, for canned sweet potatoes. If we assume, 
as we must in the absence of more specific information, 
that sweet potatoes canned in such a medium would still 
by their appearance and other characteristics purport to 
be canned sweet potatoes, it follows that an amendment 
to . standard will be necessary to legalize this type of 
‘pac 

Labeling horseradish when used as an ingredient—Cor- 
respondent requests advice on the necessity of declaring 
horseradish as an ingredient in foods. 


“Horseradish has been included as a spice for purposes 
of classification of standards under the old Food and Drugs 
Act and when used simply as a spice ingredient could be in- 
cluded in the designation covering other spices or referred 
to as ‘Spice’ when there are no others employed. How- 
ever, in such cases where horseradish constitutes a sub- 
stantial portion of the food, such as, for example, in pre- 
pared horseradish, it should be named as an ingredient by 
its common or usual name.” 

Seeds from pimientos regarded as inedible portion oj 
product.—Correspondent inquires whether a label “Red 
Peppers” or “Pimientos” without qualification would be 
appropriate on a canned product of this material if it also 
contained the seeds. 


“The seeds are not mentioned in the standard of identity 
for pimientos or red peppers, but the findings of fact on which 
the standard is based provide for the exclusion of ‘inedible, 
undesirable and unsuitable portions.’ 


“In the case of canned peppers or pimientos, we certainly 
regard the seeds as undesirable and unsuitable portions of 


the article. We do not believe that the seeds are regarded 
as a part of the edible product, either in the case of the 
fresh or the canned product by the consuming public. * * * 
Since the findings of fact in our opinion do not provide for 
the inclusion of seeds, canned pimientos or peppers con- 
cotning the seeds would in our opinion be illegal under any 
abel. 


CANNER SERVED WITH F. T. C. COMPLAINT 


Courts Again Uphold Brokerage Section of 
Robinson-Patman Act 


George C. Bounds and William H. Phillips, partners who 
operate a tomato and sweet potato canning factory at Hebron, 
Md., under the name George A. Bounds & Co., have been 
charged with a violation of the brokerage provisions of the 
Robinson-Patman Act in a complaint recently issued by the 
Federal Trade Commission. 


The gist of the complaint is that the respondents have 
granted discounts and allowances in lieu of brokerage to 
purchasers of their products, and that these discounts and 
allowances have been granted by selling and invoicing the 
canned foods to the purchasers at a net price that is lower 
than the respondents’ prevailing market price by an amount 
approximately equal to the customary brokerage which the 
respondents usually grant to brokers negotiating sales to other 
purchasers, 


The complaint further alleges that there are three different 
types of purchasers who have received these discounts and 
allowances in lieu of brokerage in the form of a reduced net 
price. The first of these are purchasers whose sales have 
been negotiated through brokers who, it is alleged, do not 
accept the brokerage fee. The complaint does not explain, 
and it is not clear, why the brokers do not accept the custom- 
ary brokerage fee. The second group of purchasers are 
those who are alleged to buy through brokers whom they 
control, and in this instance the Commission charges that 
the reduced net price is reflected in brokerage allowances 
granted to the purchaser. The third group of purchasers 
are brokers who buy for their own account, and hereto the 
Commission alleges that the brokers are given a reduced net 
price that reflects a brokerage allowance. 


In another proceeding, the Commission's construction of 
the brokerage section of the Act was upheld for the fifth 
time when the United States Circuit Court of Appeals for 
the First Circuit affirmed the cease and desist order that the 
Federal Trade Commission had previously issued against 
Quality Bakers of America. As was explained in the Inror- 
MATION LetTer for May 6, 1939, page 5836, Quality Bakers 
of America is an unincorporated trade association composed 
of a number of wholesale baking concerns. According to the 
Commission's finding of fact, an affiliated corporation, 
Quality Bakers of America, Inc., acts as a purchasing agent 
for the member bakers, and in connection with the purchases 
had been paid brokerage fees by the sellers. The Commis 
sion found that one-half of these brokerage fees had been 
passed on to the purchasing bakers, and the remaining one- 
half had been used to finance various services rendered to 
the bakers. The Commission concluded that this was a viola- 
tion of the Robinson-Patman Act, and this conclusion was 
sustained by the Court of Appeals. 

One of the arguments made to the court was that the Quality 
Bakers organization is a cooperative association and that as 
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such it is exempt from the Robinson-Patman Act. Without 
determining whether or not the organization is a cooperative, 
the court stated that a cooperative organization is not exempt 
from the brokerage provisions of the Robinson-Patman Act. 


Indexes of Employment and Prices 


The wholesale price index for all commodities rose .3 
of a point during the week ending September 7, 1940, but 
it was still .4 of a point lower than for the corresponding 
date in 1939. The all-foods index gained .2 of a point during 
the week, but it remained 2.9 points lower than in September, 
1939, 


The employment index for all industries rose slightly from 
June to July of this year, and was 6 points ahead of the 
July 1939 figure. The payrolls index, however, declined 
1.5 points during the month, but remained 12 points ahead 
of last year’s figure. The employment and payroll indexes 
for the canning and preserving industries reflected the 
usual seasonal advances from June to July, although they 
were considerably lower than the July 1939 figures. 


The retail index of all food prices declined 1.2 points 
between July 16 and August 13, 1940, but remained 2.7 points 
higher than in August 1939. The index for fresh fruits 
and vegetables dropped 8.8 points during the month, while 
the canned fruits and vegetables index declined only .4 of 
a point. 

In the following tables, derived from the Bureau of Labor 
statistical reports, the employment and payroll indexes are 
based on the averages for the years 1923-25 taken as 100 
per cent, the wholesale price indexes are based on the 
average for the single year 1926 taken as 100 per cent, while 
for retail prices the averages for the period 1935-39 are 
taken as 100 per cent. 


———Payrolla——— 
July June July 
1940 1940 1939 
06.4 97.9 a4 
144.3. 117.2) (153.7 


-— Employment 
July June July 
1940 1940 1939 
All industries......... 90.5 09.4 93.5 
Canning and preserving 176.2. 140.5 = 197.0 


Sept. 7, Aug. 31, Aug. 24, Aug. 17, Aug. 10, Sept. 9, 
1940 1940 1940 1940 1940 1939 
78.0 77.7 77. 77.2 76.9 78.4 

70 


All commodities. ..... 2 
71.6 71.4 0 70.1 69.3 74.5 


All fooda......... 


Aug. 13, July 16, June 18, Aug. 15, 
1940 1940 1940 1939 
98.3 03.5 
115.7 92.8 
02.7 01.6 


All foods 97.4 
Fresh fruits and vegetables 102. 
Canned fruits and vegetables 3 02.7 


Revised “U, S. Standards” for Canned Tomatoes 


Revised “United States standards” for grades of canned 
tomatoes, promulgated August 17, will become effective 
September 16. Copies of the revised standards may be ob- 
tained from the Agricultural Marketing Service, Depart- 
ment of Agriculture, Washington, D. C. 

These standards were developed by the Agricultural Mar- 
keting Service and should not be confused with standards that 
have been promulgated and are legally enforceable under the 
Federal Food, Drug, and Cosmetic Act. 


JULY SUGAR IMPORTS 


Increased 5.4 Per Cent Over Amount of Sugar 
Imported During June 


Total receipts of sugar for consumption during July, in- 
cluding quantities released from bonded warehouses, was 
5.4 per cent larger than the June receipts, according to 
Department of Commerce figures. Receipts during July 
amounted to 821,515,299 pounds, as compared with 779,- 
791,196 pounds released during June and 999,814,552 pounds 
released during May. 

In the table below, compiled from the reports of the 
Department of Commerce, are shown imports into the United 
States during July of raw and refined sugar, both dutiable 
and free: 

Refined 
Dutiable Free 
Pounds Pounds 

71,771,951 15,800 


The following table shows the imports of sugar by ports 
of entry. These figures also include imports for direct 
consumption and withdrawals from bonded warehouses within 
the United States. 


Port of Entry 


Virginia Standards for Peas 


The Department of Agriculture and Immigration of the 
State of Virginia has issued a regulation establishing stand- 
ards of identity, quality, and fill of container for canned 
peas. These are identical with the standards issued for 
this product under the Federal Food, Drug, and Cosmetic 
Act except that the methods of testing for compliance with 
the quality standards are omitted, and the placement of 
optional ingredient statements and substandard legends are 
not so rigidly specified as in the Federal standards. The 
new standards become effective in 30 days. 


Philippine Islands..... . 50,000 148,104,361 18,067,000 ......... 
Total............... 348,484,304 148,114,204 89,838,951 50,600 
U. 8. Territories: 
Total receipta....... 348,484,304 374,201,864 80,838,051 8,900,180 
Raw Refined 
PY Dutiable Free Dutiable Free 
Pounds Pounds Pounds Pounds 
Massachusetts.......... 43,008,980 8,003,308 2,525,500 ...... 
53,685 8,950,964 20,905,600 34,800 
Philadeiphia............ 55,430,506 61,559,606 12,570,000. ...... 
27,867,358 48,960,606 5,900,000 7,400 
New Orleans........... 104,600,724 20,272,000 2,307,600 ...... 
San Francisco.......... 13,450 
4,133 10,767,000 ...... 
Total............ 348,484,304 148,114,204 89,838,951 50,600 
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Effective Date of “Area of Production” Definition 
With Respect to Apples and Pears Postponed 


The effective date of the new definition of “area of pro- 
duction” with respect to handling, packing, and preparing in 
their raw or natural state of apples and pears has been post- 
poned from October 1, 1940, until December 1, 1940. 


This postponement has been made because packing of 
these two fruits is actively carried on during this fall period, 
although operations on other fruits and vegetables, with which 
the “area of production” definition is concerned, are com- 
paratively inactive during this time. It is apparently the 
intention of the Wage and Hour Division that the new defi- 
nition should apply to next season's operations, rather than 
operations during the remainder of this year. 


Department Store Sales for August 


Department store sales showed an exceptionally sharp 
rise in August, according to the index of the Federal Reserve 
Board. Sales in four weeks ending August 31 were 10 per 
cent larger than in the corresponding period last year, and 
the total for the first 35 weeks of the year was 5 per cent 
above the same period for 1939. 


CANNING CROP PROGRESS REPORTS 


Agricultural Marketing Service Compiles Estimates 
on Indica 1940 


Growers and commercial processors of truck crops operat- 
ing in the eastern portion of the United States during the 
last half of August were confronted by unsettled, cloudy and 
rainy conditions that impeded the progress of harvesting such 
crops as tomatoes, sweet corn, string and lima beans, accord- 
ing to the Agricultural Marketing Service. On the other 
hand, reports received by the Service from processors in the 
western portion of the country indicate that departures from 
normal precipitation and temperatures were of minor conse- 
quence and packing operations were making satisfactory 
progress in the important areas west of the Mississippi. 


Scattered frosts were reported as a prelude to cooler fall 
weather. Vegetable processors carried on operations as 
rapidly as conditions permitted in order to get their full 
pack before low temperatures and other severe weather con- 
ditions made it necessary to discontinue harvesting opera- 
tions. Throughout the season progress of most truck crops 
has been behind schedule and growers are now concerned 
about the prospects of early fall frosts inflicting heavy losses. 


In a few concise statements pertaining to late August de- 
velopments and their effects on truck crops for processing, 
the significant facts as of September 1 may be summed up 
for individual crops about as follows: 


Tomatoes: The 1940 production prospects for tomatoes for 
canning and products manufacture have declined about 3 
per cent since August 15 largely as a result of the heavy 
rains that were particularly damaging to the crop in New 
Jersey and Pennsylvania near the end of August. 

Sweet corn: Indications on September 1 pointing to a 1940 
production of 704,300 tons of sweet corn for processing in 
the United States show that production prospects have im- 
proved during the last two weeks of August in some of the 
important States. The greatest improvement was indicated 


in Minnesota but brighter prospects were also shown for 
Illinois, lowa, Nebraska, Michigan, Wisconsin and Oregon. 

Snap beans: The harvesting season for snap beans was 
approaching its end by September 1 and the 1940 production 
prospects were slightly lower than they were two weeks 
earlier in the season. Growers and canners in the late States 
attributed this to a heavy drop of blossoms and some damage 
from early frosts. 

Minor crops: The September 1 condition of beets for can- 
ning has shown a slight improvement since mid-August but 
the condition of lima beans, kraut cabbage and pickling 
cucumbers has declined. 

The United States production indicated on September | 
for each of six important truck crops for canning, freezing, 
products manufacture, or other processing is shown in the 
following tables: 
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Green and Wax Beans Fruit and Vegetable Market Competition 
Service Common Carriers 


Carlot shipments of domestic and imported citrus fruits, 
as well as other domestic fruits, were larger during the 
week ending September 7, 1940, than during the comparable 
week of 1939, according to statistics reported to the Agri- 
cultural Marketing Service by common carriers. Carlot 
shipments of all major vegetables competing directly with 
canned foods, except spinach, were smaller on the basis of 
comparisons with these two weeks. 


During the present season, up to September 7, shipments 
of the miscellaneous group of domestic fruits, and of im- 
ported citrus fruits, are the only classifications of fruit and 
vegetable shipments that total more than during the pre- 
ceding year. 

The following table, compiled from statistics of the Ag- 
ricultural Marketing Service, gives detailed comparisons of 
carlot shipments on certain dates of selected vegetables and 
fruits: 
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Week ending Season total to— 
Sept. 7, Sept. 7, Aug. 31, Sept. 7, Sept. 7, 
1939 1940 1940 1939 

2 12 
381 322 
102 155 

67 


Domestic, competing directly . 648 
Imports competing indirectly . 11 
2,078 174,323 148,028 
29 84 
4,302 41,462 42,083 


Clarification of “Summary Table of 
Labeling Terms” in New Labeling Manual 


Recent correspondence that has come to the Association 
suggests the need for emphasis concerning the status of one 
of the classes of products listed in the “Summary Table of 
Labeling Terms,” which appears in the appendix of the 

Californie 4. recent publication Labels for Canned Foods. 


Georgia - FOSS USS Products listed in the columns headed “Product Name” 

23,210 ‘ are classified as “defined” and “not defined.” In the second 
column are listed labeling terms required by the Federal 
law. Wherever a product is in the “not defined” class, the 
second column carries the word “none.” Some have evi- 
dently taken this to mean that, so far as the description of 
the product is concerned, only the product name is re- 
quired. This is not the case, however, as is pointed out in 
a footnote on page 72 of the bulletin, which reads: “Products 
marked ‘not defined’ must show on the label a list of the 
ingredients of the product.” 

In other words, the labeling terms that are given in column 
two are those specifically required in the case of the cor- 
responding standardized products. There is a general pro- 
vision that unstandardized products must carry a label state- 
ment of ingredients except in the case of the few products that 
are exempt until February, 1941. 
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State 
Tons Tons Tone Tons 
1.8 500 
1.8 ,900 
1.6 800 ,100 
1.6 ,000 ,900 
1.6 ,000 18,700 
South Carolina... 1.0 400 300 
1.4 100 100 
3.4 , 800 
3.2 , 600 
1.78 1.69 4, 150 97 ,300 
VEGETABLES 
Green Lima Beans 
Beans, snap and lima,........ 
1939 1940 1939 1940 
Pounds Pounds Pounds Pound, 
(shelled) (shelled) (shelled) (shelled) 
1,020 720 5,410 3,890 
1,100 1,000 1,650 1,300 «(Ci 
1,280 1,400 4,720 5,390 
1,500 1,350 1,240 1,350 
1,190 1,200 1,190 1,560 
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SENATE COMMITTEE AMENDMENTS TO 
TAX BILL OFFER CANNERS RELIEF 


(Continued from page 6325) 


years and by dividing by four. The computation becomes 
more complicated, however, when there were losses in one or 
more of the four years. If there was a loss in only one 
year, this year may be treated as zero and it is not necessary 
to subtract the loss from the aggregate earnings for the other 
three years. Where there are losses in two or more years, 
however, only the year of the greatest loss may be treated 
as zero, and losses for other years must be subtracted from 
the aggregate earnings for the four-year period. In each 
case the aggregate earnings are divided by four to obtain 
the average earnings. 


Invested Capital Method 

The second alternative method of computing excess profits 
is the so-called “invested capital” method. This may be used 
by any corporate taxpayer at its election. As reported by 
the Senate Committee, the bill provides that excess profits 
shall be computed under this method by subtracting from 
the earnings for the current taxable year a sum equal to 
8 per cent of the “invested capital” in the business. In other 
words, the Senate Committee has authorized a flat 8 per cent 
return on invested capital, and only earnings that exceed 
this 8 per cent return are deemed to be excess profits. 


Invested Capital 

As in the House bill, the Senate proposal permits “invested 
capital” to include both equity invested capital and borrowed 
invested capital. Equity invested capital is defined to in- 
clude money and property paid in for capital stock, taxable 
stock dividends, and earnings and profits at the beginning 
of the year. Borrowed invested capital includes the amount 
of outstanding indebtedness evidenced by bonds, notes, mort- 
gages, and other certificates of indebtedness. It apparently 
does not include money borrowed on open account. The 
Senate bill, however, provides that only 50 per cent of the 
average annual amount of such outstanding indebtedness 
is to be included in borrowed capital. Where borrowed 
capital is included in invested capital, a proper adjustment 
must be made in the amount of interest deducted in com- 
puting net income for the taxable year. In other words, 
when 50 per cent of the outstanding indebtedness is in- 
cluded in borrowed capital, the interest deducted in com- 
puting normal net income must be reduced by 50 per cent, 
thus increasing the net income for purposes of excess profits 
taxation for that year. The Senate bill, as did the House 
bill, provides that invested capital shall be determined on 
a daily basis, and that the amount of such capital for each 
day shall be averaged to give the yearly average. 

It is likely that the “invested capital” method will be 
the one utilized by most canners in computing their excess 
profits, if any. For the “average earnings” method works 
to the advantage of the taxpayer only if during the four-year 
base period he had average earnings equal to more than 
an 8 per cent return on his invested capital. If he did not, 
the 8 per cent return allowed by the invested capital method 
will produce a more favorable tax result. 


Special Relief Provisions for Seasonal Packers 
The amendment affording special relief to processors of 
seasonal fruits, vegetables, or seafood applies only to cor- 


porations of whose gross income 80 per cent or more is 
derived from processing any seasonal fruit or vegetable or 
any fish or other marine life. If more than 20 per cent of 
the gross income of any canner is derived from sources 
other than the processing of seasonal fruits or vegetables 
or seafoods, he is not entitled to the benefit of this amendment, 

This amendment is designed primarily for use with the 
invested capital method. It provides that in the case of such 
seasonal packers, deficiencies in earnings for the past two 
years may be carried forward, within limits varying from 
zero to 16 per cent of invested capital, and used as a credit 
against earnings for the current year. This credit is in 
addition to the 8 per cent normal return on invested capital 
allowed to all taxpayers. In other words, a seasonal packer 
is allowed to earn, during any particular taxable year, his 
normal 8 per cent return on invested capital, and an addi- 
tional amount necessary to make up (within prescribed 
limits) deficiencies in earnings for past years before any 
of its current earnings are deemed excessive. The theory 
of the computation is that a seasonal packer is entitled to 
normal earnings of 8 per cent on invested capital for each 
year, and if the actual earnings for a past year are less 
than 8 per cent, a part of the deficiency (i.¢., normal earn- 
ings of 8 per cent less actual earnings) may be carried 
forward and added to similar deficiencies for other past 
years to make up the additional credit for the current year. 

The actual computations that must be made to determine 
the size of the additional credit are somewhat complicated. 
For the amendment imposes restrictions upon the number of 
past years that may be considered and also on the amount 
of the deficiency for any one year that may be carried for- 
ward. These restrictions may best be illustrated by consid- 
ering separately each of the several years immediately 
preceding a canner’s taxable year. Where the first year 
immediately preceding the taxable year is a deficiency year 
(in other words, is a year in which earnings were less than 
the normal 8 per cent return), the entire deficiency up to 
8 per cent can always be carried forward and used as a 
part of the additional credit for the taxable year. Whether 
or not any deficiency for the year two years prior to the 
taxable year can be so carried forward depends upon a 
variety of circumstances. It can always be carried forward 
if the first preceding year has been a deficiency year. If 
the first preceding year is not a deficiency year, the deficiency 
for the second preceding year can be carried forward only 
if this deficiency has not been made up by the earnings 
for the first preceding year. And in determining whether 
or not the deficiency has been made up, the taxpayer is 
allowed to first make up any deficiency that may exist for 
the third preceding taxable year. Thus, the taxpayer may 
earn during the first preceding taxable year his normal 
earnings of 8 per cent, and also sufficient earnings to make 
up the deficiency in earnings for the third preceding taxable 
year. If he has earned no more than this, the deficiency for 
the second preceding taxable year may be carried forward 
and used as a credit in the current year. If he has earned 
more, it may not. Under no circumstances may any deficiency 
for the third preceding year be carried forward and directly 
used as a credit. 

The apparent purpose of the exemption is to allow a 
seasonal packer, for the series of years beginning January 
1, 1940, to have total earnings (disregarding any deficits) 
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of at least 24 per cent for the taxable year and the two 
preceding years. Thus, if a canner has two years of zero 
earnings, and then earns 24 per cent on invested capital 
in the third year, he may carry forward a credit of 8 per 
cent of each of the preceding years of no earnings, and this 
carry-over added to his current credit of 8 per cent gives 
a total credit of 24 per cent. He would, therefore, have no 
excess earnings. 

It should be again emphasized, however, that this relief 
to seasonal packers does not apply to any taxable year prior 
to December 31, 1939, In other words, deficiencies in earn- 
ings for years beginning prior to December 31, 1939, cannot 
be carried forward and used as a credit in later years. 


Other Amendments 


Among other changes of interest to canners are the fol- 
lowing: Wholly apart from its amendments to the excess- 
profits tax bill, the Senate Committee reported an amend- 
ment adding 3%o per cent to the normal income tax rate 
for all corporations. This increase applies whether or not 
the corporation has excess earnings. 

In addition, the Senate bill raised from $5,000 to $10,000 
the specific exemption afforded to all corporations. In other 
words, the excess-profits tax will apply only to excess profits 
over and above $10,000. The Senate Committee stated that 
only 46,000 out of the 500,000 active corporations in the 
United States have net incomes exceeding $10,000. This 
indicates that only a small percentage of United States cor- 
porations will be subject to the excess-profits tax. It should 
be observed that the giving of this $10,000 specific exemption 
amounts to an increase in the return that is allowed on 
invested capital. For example, if a corporation has “invested 
capital” of only $100,000, it is allowed a $10,000 specific 
exemption, plus its 8 per cent normal exemption, making a 
total of 18 per cent that it may earn on its invested capital 
before any of its earnings are deemed excessive. Where 
the special carry-over provisions applicable to seasonal 
packers also apply, the amount that the corporation may 
earn in a single year is much larger. 

Finally, the Senate Committee adopted a number of other 
amendments designed to give relief in unusual circumstances. 
For example, it is provided that if a corporation has an 
unusually large income for a particular year because of a 
judgment that it has obtained in a court suit, because 
of the development of patents, because of the performance 
of a contract requiring more than twelve months, ete., these 
amounts may be partially excluded from income in com- 
puting excess profits if the Commission believes they result 
in abnormal income. 

The text of the special exemption for processors of sea- 
sonal fruits, vegetables and fish is as follows: 

“(b) Conrorations Encaceo Processing Certain 
Commooities.—In the case of a taxpayer 80 per centum 
or more of the gross income of which for the taxable year 
is derived from processing or otherwise preparing for market 
any seasonal fruit or vegetable, or any fish or other marine 
life, the adjusted excess profits net income computed under 
section 710 (b) for such taxable year shall be further reduced 
by the amount of the excess profits credit carry-over com- 
puted under subsection (c) of this section. 

“(c) Excess Prorits Crepir Carry-over.— 

“(1) DEFINITION OF UNUSED EXCESS-PROFITS CREDIT.— 
The term ‘unused excess-profits credit’ means the excess, 


if any of the excess-profits credit for any taxable year 
beginning after December 31, 1939, over the excess- 
profits net income for such taxable year, computed on 
the basis of the excess-profits credit applicable to such 
taxable year. 
“(2) COMPUTATION OF EXCESS-PROFITS CREDIT CARRY- 
over.—The excess-profits credit carry-over for any tax- 
able year shall be the sum of the following: 
“(A) The unused excess-profits credit for the 
first preceding taxable year; and 
“(B) The unused excess-profits credit for the 
second preceding taxable year reduced by the 
amount, if any, by which the excess-profits net 
income for the first preceding taxable years 
the sum of— 
“(i) The excess-profits credit for such first pre- 
ceding taxable year, plus 
“(ii) The unused excess-profits credit for the 
third preceding taxable year.” 


Cuban Sugar Exports to United States Increase 


Cuban exports of raw sugar during the period January 1 
to July 15, 1940, inclusive, totaled 1,411,318 Spanish long 
tons compared with 1,465,731 tons during the corresponding 
period of 1939, according to official figures just issued and 
reported by the office of the American commercial attache at 
Habana. Shipments to the United States amounted to 1,016,- 
337 Spanish long tons during the 1940 period against 914,739 
tons in the 1939 period. Exports to so-called “world” markets 
totaled 394,981 Spanish long tons during the period under 
review, compared with 550,992 tons during the like period 
of 1939, 

Of the 1940 total shipments to “world” markets, 117,816 
Spanish long tons, or about 30 per cent, were shipped to the 
United States for refining in bond and subsequent re-ex- 
portation to other countries, as compared with 11,166 Spanish 


long tons or less than 2 per cent, in the corresponding period 
of 1939, 


Amendments to Alaska Fisheries Regulations Issued 


A number of amendments to the Alaska fisheries regula- 
tions, promulgated on January 4, 1940, have been issued 
by the Department of the Interior. The latest regulations 
refer to commercial fishing for herring in the southeastern 
Alaska area. 

Copies of the amended regulations can be secured from 
the Fish and Wildlife Service, Department of the Interior, 
Washington, D. C. 


To Study Workmen’s Compensation for Seamen 


A resolution directing certain government agencies to make 
a thorough study of workmen’s compensation for seamen was 
approved by the Senate on Thursday. By the terms of the 
resolution, the findings and recommendations of the Depart- 
ment of Commerce, the Department of Labor, U. S. Mari- 
time Commission, Maritime Labor Board, and the U. S. 
Employees Compensation Commission are to be submitted to 
the Senate by February 15, 1941. 
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Fruits and Vegetables in Cold Storage 


Total stocks of all varieties of frozen fruits were increased 
during August by 12,078,000 pounds, according to the Agri- 
cultural Marketing Service. ‘September 1 holdings, totaling 
163,043,000 pounds, exceeded those of a year earlier by 
19,986,000 pounds. 

Stocks of frozen vegetables reported in cold storage ware- 
houses on September 1 totaled 76,813,000 pounds, an in- 
crease over August 1 of 4,878,000 pounds. On September 
1, 1939, 71,639,000 pounds were reported. The increases 
were noted for beans, sweet corn, and green peas, with other 
items reduced. 

The following table, compiled by the Agricultural Market- 
ing Service, shows stocks of frozen fruits and vegetables in 
cold storage on August 1, 1940, as compared with previous 
dates: 


Sept. 1, Aug. 1, Sept. 1 

Commodity 1930 1940 1940 

1,000 1,000 1,000 

Frozen Freire pounds pounds pounds 
Blackberries......... 5,468 3,777 8,425 
Blueberries......... 2,204 1.705 2,405 
Cherries. ..... 31,207 21,205 20,109 
Logan and similar berries... . 3.939 3,532 3.375 
Raspberries........... 11,309 13,333 14,669 
Strawberries........ 47,060 140 54,350 
Other fruits. ent 15,152 14,285 14,678 
Classification not reported..... 26,019 36,880 35.063 
143 150,065 163,043 

Frozen 

Asparagus 6,511 7,126 7,010 
Beans, Lima 10,540 8.414 9,410 
Broccoli, green ago 1,049 910 
Corn, sweet 7,280 4,065 4,623 
Peas, green 30,103 35,007 38.440 
Spinach... 2,834 4,330 3,773 
Other vegetables........ 2,001 2,000 2,507 
Classification not reported 4,445 3,251 3,780 
71,639 71,035 76,813 


British Ministry of Food 
Increased Home Canning of Domestic Fruit 


The British Ministry of Food has launched a campaign 
looking to the maximum use of locally-grown fruit, especially 
that produced in home gardens, according to the American 
Embassy at London. The campaign will be chiefly con- 
cerned with canning fruit in order to compensate as much 
as possible for the reduced imports of canned fruit from the 
United States and the Dominions and the disappearance of 
commercial fruit pulp imports from the Netherlands, France, 
and Italy. 

The most essential part of the government's participation 
in the canning program is that the Ministry has agreed to 
issue a “bonus” sugar ration for canning and jam making. 
Applicants for the increased sugar allotment must declare 
in writing that it will be used solely for fruit preserving. 
Sugar also will be made available to the Surplus Fruit Dis- 


posal Committees and the Women’s Institutes conducting 
coopeative fruit preserving centers. 

The committees are making arrangements with owners 
of surplus fruit to can it with the understanding that the 
Food Ministry may purchase the product at a price which 
will cover the value of the fruit and preserving costs. The 
Ministry has indicated that probably no sugar will be is- 
sued to householders for use in preserving fruit purchased 
from commercial orchards. 


Definition of Evaporated Milk Postponed 


The effective date of the recently issued definition and 
standard of identity for evaporated milk, set for September 
30, has been postponed to March 1, 1941. The postpone- 
ment was granted upon the application of the Evaporated 
Milk Association. 

Evaporated milk produced under the new standard differs 
only slightly from evaporated milk heretofore produced. 
The principal difference is that the new standard requires 
7.9 per cent of milk fat, whereas 7.8 per cent previously had 
been required. 


Bulletin on Columbia River Fisheries Published 


The Bureau of Fisheries has published and is distributing 
a bulletin on “The History and Developments of the Fisheries 
of the Columbia River,” by Joseph A. Craig and Robert 
L. Hacker. The publication is listed as Bureau of Fisheries 
Bulletin No. 32 and can be obtained from the Superintendent 
of Documents, Government Printing Office, Washington, D. C., 


for 20 cents. 
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